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SUBJECT: BAUXITE-GOG TO IMPOSE NEW TAX ON REYNOLDS GUYANA 
MINES, LTD. 

REE: GEORGETOWN 1098 

1 . GOG NOTIFIED REYNOLDS JULY 10 THAT NEW TAX FORMULA 
WILL APPLY TO COMPANY'S BAUXITE OPERATION AND WILL 
QUOTE RELATE TO THE OPEN MARKET VALUE OF THE END 
PRODUCT PROCESSED OUTSIDE OF GUYANA UNQUOTE. GOG 
HAS CALLED FOR DISCUSSIONS BEGINNING JULY 29 WITH 
RENOLDS ON NEW TAX. LOCAL PRESS REPORTAGE JULY 1 1 
CONTAINS USUAL INACCURACIES AND HYPERBOLE, AS NORMAL 
WHEN REYNOLDS IS IN NEWS. FOR EXAMPLE, GOG-OWNED 
PAPER (CHRONICLE) STATES THAT TAX WILL REAP ANNUAL 
REVENUE OF $30 MILLION GUYANA DOLLARS. REYNOLDS 
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MILLION GUYANA DOLLARS. 

COMMENT: DETAILS OF THIS NEW TAX SCHEME WILL BE 
CRUCIAL EACTOR IN REYNOLDS' CONTINUED OPERATION IN 
GUYANA. IF TAX IS TO BE RELATED TO SELLING PRICE 
OF ALUMINUM, AND BASED ON EQUIVALENT BAUXITE PRODUCED, 
AS IN lAMAICAN CASE, DEPENDING ON SCALE OF TAX 
REYNOLDS GUYANA MAY HAVE GOOD CASE FOR CONFISCATION 
THROUGH TAXATION. MOREOVER, ABOUT FIFTY PERCENT OF 
REYNOLDS GUYANA BAUXITE IS NOT RPT NOT METAL GRADE. 

IF, NEVERTHELESS, GOG TAXES REYNOLDS ON TOTAL BAUXITE 

PRODUCED, ASSUMING ALL OF IT COULD BE PROCESSED INTO 
ALUMINUM, THIS WOULD BE INCONSISTENT WITH GOG STATED 
RATIONALE FOR NEW TAX. GOG CLAIMS TAX SHOULD BE 
BASED ON END PRODUCT BECAUSE REYNOLDS IS VERTICALLY 
INTEGRATED. YET, REYNOLDS CAN JUSTIFIABLY CLAIM 
THAT MORE THAN HALF OF THE EQUIVALENT BAUXITE (IN THE 
FORM OF CALCINED AND CHEMICAL GRADE) IT PRODUCES IN 
GUYANA IS SOLD OUTSIDE OFTHE REYNOLDS OPERATION. 

MUCH OF IT IN FACT IS SOLD IN EUROPE. 

MANY QUESTIONS ABOUT NEW TAX REMAIN UNANSWERED, AND 
IT IS LIKELY THAT GOG DOES NOT YET KNOW HOW IT WILL 
APPLY TAX. UNDOUBTEDLY, PM BURNHAM AND OTHER GOG 
OFEICIALS WILL BE IN TOUCH WITH JAMAICAN COUNTERPARTS 
FOR ADVICE IE THEY HAVE NOT DONE SO ALREADY. AS FAR 
AS EMBASSY AWARE NEITHER PRESS NOR MINISTER OF ENERGY 
AND NATURAL RESOURCES (HUBERT JACK, WHO FORMALLY 
ANNOUNCED NEW TAX) HAVE INDICATED WHETHER TAX WILL 
BE RETROACTIVE TO JANUARY 1, 1974. THIS IS LIKELY 
TO BE THE CASE, HOWEVER. NEW TAX MOVE IS UNRELATED 
TO OTHER TAX MATTER DISCUSSED IN REFTEL 
WHICH CONCERNS BACK TAXES, AND WHICH WILL PROBABLY 
BE ADJUDICATED. 

FYI-LOCAL REYNOLDS MANAGER TOLD EMBASSY HE WILL 

TRY TO DELAY START OF DISCUSSIONS BEYOND JULY 29 

DATE, NO DOUBT TO FORMULATE STRATEGY AND MAKE STRONGER 

CASE. MATTHEWS 
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